This paper aimed at examining the impact of Foreign Direct Investment (FDI) and Industrial Sector Performance on economic growth in Nigeria. This study utilized annual time series data for the period 1981-2015 using elaborate econometric analysis which tests the sensitivity of GDP to shocks in FDI and Industrial Sector Output, using the Impulse Response Functions (IRFs) and Variance Decomposition (VDC) techniques within a Vector Autoregressive (VAR) framework. The Johansen Cointegration test result reveals the absence of a long-run relationship between FDI, Industrial Sector Output and GDP. The result also shows the existence of a bidirectional relationship between FDI and Industrial Sector Output, GDP and Industrial Sector Output, with a unidirectional causality running from FDI to GDP. The VAR estimate shows that FDI had a slight significant positive impact on GDP, while Industrial Sector Output had a small significant positive impact on GDP at present, with a negative relationship observed at previous periods. The impulse response functions clearly reveal that GDP exhibited negative response to shocks in FDI up to the 3rd period, while the effect was positive from the 4th period henceforth, while GDP also exhibited a negative response to shocks in Industrial Sector Output throughout the period observed. The variance decomposition analysis further revealed that GDP was mainly driven by shocks in FDI, with industrial sector output contributing very little. The study concludes that Nigeria is yet to fully reap the benefit of FDI since its contribution to GDP is still very low at the moment, whilst the contribution of the industrial sectorin the country has not be vibrant enough to spur economic growth. The study therefore recommends among other things that social and economic infrastructure be improved as this will help lessen the burden of industrialist and eventually lower the cost of doing business and in turn attract FDI inflow into Nigeria.
Introduction
Traditionally, industrialization is seen as a sin qua non for sustainable economic growth, but this has not been so in Nigeria, as policies created towards achieving this dream appeared to have little or no significant effect on economic growth.
The mainstay of the Nigerian economy for decades now have been earnings from crude oil, with the country's budget been prepared based on forecasted price per barrel of crude oil. It suffices to state that the oil and gas sector accounted for over 95% and about 85% of government revenue, while also contributing 14.8% & 13.8% to GDP in 2011 and 2012 respectively. In contrast, the industrial sector accounted for only 6% to GDP in 2011 [1] . Meanwhile, [2] in a reaction to the poor performance of the industrial sector stated that industrial policies, objectives and strategies were often subject to modifications, neglect or even total abandonment. He further adjudged that industrial policies were pursed on ad-hoc basis and in a most uncoordinated manner in Nigeria. As a result, such policies can never promote a holistic growth in the country's GDP.
According to [3] Foreign Direct Investment (FDI) is on the increase at an extra ordinary speed in the 21 st century. It is therefore on record that the USA, France, Netherlands and Britain are among the major countries that supply foreign capital to Nigeria and that the bulk of this capital goes into the oil sector [4] . Nigeria as the largest economy in Africa has attracted significant amount of FDI inflow in recent years. According to [5] , Nigeria saw its FDI inflow decline in 2015 by 27% to $3.4 billion as the nation was hard hit by the global drop in oil price, against this backdrop she accounted for about 6% of FDI inflow to Africa and received approximately 31% of the sub-regional total, with the oil and gas sector alone receiving about 70% of the FDI inflow. This therefore clearly shows that FDI over the years domiciled mainly in the now gloomy oil sector in Nigeria, hence contributing to the underdevelopment of the industrial sector. This big question then comes to mind, do these FDIs really impact positively on economic growth in Nigeria? If yes, then sustainability is necessary. Accordingly, this paper is organised as follows; the section two considers the problem statement, section three the review of literature, section four is concerned with the methodology, section five presents the result and discussion of findings, section six examines model diagnostics, whilst section seven focuses on the conclusion and recommendations.
Problem Statement
According to [6] a country is said to be industrialized when at least one-quarter of its Gross Domestic Product (GDP) is produced in its industrial sector. An in-dustrial sector that does not contribute at least one-quarter of the country's GDP is widely viewed as a major challenge facing a country's economic growth. In spite of the enormous revenue gotten from the sale of crude oil, the [7] has shown that majority of Nigerians live below poverty line, with over 80 million or 64% of the population living on less than two dollars a day. Likewise, [8] also ranks Nigeria 158 out of 188 countries, which is a significant decrease in its human development ranking of 153 in 2013; and [9] have placed Nigeria within the 47 poorest countries of the world. The lingering issue of poverty and underdevelopment can be traced to corruption, gross mismanagement, underutilization of available resources and the overdependence on crude-oil revenue which has led to Nigeria been a mono-economic nation, all these have eventually robbed off on the industrial sector which would have eventually opened opportunity for job creation and economic development.
As shown in Figure 1 , the growth rate of the Nigeria industrial sector over the years has witnessed a series of ups and down. According to [10] 
Review of Literature
Some extant empirical literatures showing the nexus between FDI, industrial sector performance and economic growth were explored for better understanding;
FDI and Economic Growth
Economic literature is packed with studies on the nexus between foreign direct [12] employing the multiple regression technique examined the effect of foreign direct investment on economic growth in Nigeria, using annual time series data from 1981-2015 found that foreign direct investment has a positive and significant effect on gross domestic product.
[13] examined the effect of foreign direct investment on economic growth in Nigeria using annual time series data covering the period 1979 to 2013. The data were analyzed using Error Correction Model. The results reveal that FDI has both immediate and time lag effect on Nigeria economy in the short run but has a non-significant negative effect on the Nigeria economy in the long run. [14] studied the effects of foreign direct investment and firm export on economic growth in Uzbekistan. The study covered the period 1990-2014 and descriptive method was adopted. He found that an increase in FDI may cause firms to increase their export of products. showed that in the short run, FDI has a small positive but insignificant effect on growth while in the long run, it has a small negative and insignificant effect. 
Industrial Sector Performance and Economic Growth
Few studies have examined the relationship between industrial sector performance and economic growth. [22] they further recommended that the government embark on expansionary fiscal policies because such policies have the propensity to accelerate manufacturing production in Nigeria.
[24], using the VECM model explored the long-run implications of industrial production and non-oil export on economic growth in Nigeria from 1970-2006, they found that a unidirectional causality runs from industrial sector output to economic growth. Their result further reveals that a 100 percent rise in industrial production in one lag period in the short run will lead to 76% rise in non-oil export production and a 7% rise in GDP in the current period. According to [25] , he opined that there is a positive correlation between the level of industrialization and per capita income for developing countries.
[26] while estimating the relationship between Economic growth, Investment and Export in Nigeria opined that industrial production has the ability to increase investment which will further lead to the production of more good and eventually result to growth in the domestic economy. [27] employing the ARDL (Auto-regressive distributed Lag) bounds examined the nexus between indu-strialization, electricity supply and economic growth in Nigeria. He found a bidirectional causality between GDP and electricity supply, however only a unidirectional relationship was observed between capital employed and GDP. The research finally confirmed that electricity supply, technology and capital employed were necessary for industrial and GDP growth in Nigeria.
[28] within the framework of Granger causality, found a bi-causal relationship between industrial growth and GNP. Their empirical findings further indicate that the industrial sector and overall economy are co-integrated and have a long run relationship in Mexico. [29] examine the pattern of long run relationship between exports earnings and industrial activities in Bangladesh. Their findings revealed the existence of a bi-directional causality between exports and industrial activities in Bangladesh. Thus, the authors therefore opined that a viable industrial sector was necessary to drive Bangladesh external trade.
[30] also found a positive association between export growth, industrial production and economic growth for India as well as other South Asian economies.
Likewise, [31] argued that industrialization through foreign investors can positively influence economic growth. They further opined that the contribution of industrialization to economic growth rate is dependent on the threshold level of income.
[32] posits that there exists a higher marginal product of labour from the industrial sector than the agricultural sector in Nigeria and so the transferring of resources for the agricultural sector to the industrial sector raises total productivity in the economy.
This study is therefore significant in the light that, previous studies have researched on the contribution of FDI to economic growth in Nigeria, likewise a few have delved into the performance of industrial sector on economic growth in Nigeria, this work to the best of our knowledge is the first to access the joint impact of FDI and Industrial Sector Performance on Economic Growth in Nigeria.
Methodology

Sources of Data
The study utilized annual time series data for the period 1981-2015, obtained from Central Bank of Nigeria (CBN) [33] . The data used includes three variables; Foreign Direct Investment (FDI), Industrial Sector Output (IND), and Economic Growth proxied by GDP (Gross Domestic Product).
Analytical Technique
The study employed the Vector Autoregressive (VAR) model to investigate the interaction among the variables adopted for the study. However, before the estimation of the VAR model, the properties of the variables were diagnosed for stationarity and long-run relationship. The Augmented Dickey Fuller (ADF) and Philips Perron (PP) unit root test was used to access the stationarity and order of integration.
The Johansen cointegration technique was employed to check for the existence of a long-run equilibrium relationship among the variables, since it has the advantages amongst others for allowing for more than one cointegration equation. While the Granger Causality test was used to determine the causal relationship among the variables.
Furthermore, an Impulse Response Function was carried out to explain and trace the effect on present and future values of the endogenous variable to one standard deviation shock to one of the innovations. A Variance Decomposition
Test was also conducted to access the response of economic growth (GDP) to foreign direct investment (FDI) and industrial sector output (IND) in the VAR.
Finally, all statistical estimation was done using E-Views 9 software.
Model Specification
The VAR model adopted for the study is specified below:
where; GDP = Gross Domestic Product 
Results and Discussion of Findings
Unit Root Test
According to Table 1 , the ADF and PP Test shows that economic growth (GDP), foreign direct investment (FDI) and industrial sector output (IND) attained stationarity at first differencing. 
VAR Lag Order Selection Criteria
Cointegration Test
According to Table 3 below, the outcome of the cointegration test employed using both the trace and max-eigen test statistics indicates the absence of a long-run relationship among the three variables at 5% level of significance, thereby leading to the acceptance of the null hypothesis of no cointegration.
From the result it is therefore evident that foreign direct investment (FDI), industrial sector output (IND) and economic growth (GDP) are not cointegrated.
VAR Model Estimation
From good fit. The implication is that the estimates and inferences drawn are reliable. 
Granger Causality Test
Stability Test
To ensure the reliability of the coefficient of the Normalized Cointegration model, the study adopted the AR Root Stability Test. The estimated VAR will be assumed to be stable if all roots fall within the circle. From Figure 3 , the outcome implies that the VAR model is stable, since the polynomial roots fall within the unit circle.
Impulse Response Function Test
The impulse response function are dynamic simulations showing the response of an endogenous variable over time to a given shock. In this regards, Figure 4 
Variance Decomposition Test
The Variance Decomposition as a forecast error decomposition process attempts to determine how much of the forecasted error variance of each of the variables can be explained by the exogenous shocks of other variables in the VAR system, from the short and long run periods. From Table 6 , below GDP was largely driven by itself significantly ranging from 100% to 83.76%. Also FDI, which ap- 
Model Diagnostics
To ensure that the model is correctly specified and to avoid spurious results, it is 
Autocorrelation Test
Autocorrelation occurs when observations have a natural sequential order. Ta 
Heteroskedascity Test
Heteroscedascity occurs whenever the variance of the unobserved error term u, changes across different segments of the population over time. 
Normality Test
According to Table 9 , the result of the Jarque-Bera normality test with a joint probability of 0.8050 indicates a validation of the null hypothesis that the residuals are normally distributed.
Conclusion and Recommendation
This study focused on the nexus between FDI, Industrial Sector Development To this extent the following recommendations have been made;
1) The electricity situation in the country needed be improved upon as it remains one of the biggest obstacle hindering the industrial sector growth and development.
2) The Bank of Industry (BOI) should do more in empowering industries in
Nigeria and creating models that are suitable, given the peculiar nature of our economy.
3) Social and economic infrastructure in terms of good transportation network be improved by the government as this will help lessen the burden of industrialist and equally lower the cost of doing business, thereby attracting FDI into the country.
4) The legal and supervisory framework within the Credit Guarantee Scheme should be strengthened to enable appropriate use of funds and also deal with loan defaulters.
5) Proper management of existing industries is encouraged in other to enhance a positive impact on the economy. 6) Industrialization policies by the government should be one that creates a fair playing ground for foreign investors as this will go a long way in increasing our FDI and in the long run enhance economic growth.
7) The security level in the country should be tightened in order to encourage foreign investors' confidence, as instability anywhere in the country will scare away prospective investors. 
Appendix 1.
Vector 
